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“the REA Rural Electrification Program , 

The Rural iecbristektyen Administration is an agency of the U. S. 
Department of Agriculture. It was established on May 11, 1935, by Executive 
Order of the President. The Rural Electrification Act of 1936 gave REA 
permanent status and authorized a 10-year lending program. In 1944 Congress 
extended this lending program indefinitely. Rta ait annually determines 
the amount of funds REA may lend. 

REA is headed by an Administrator who is appointed by the President 
for a 10-year term. His appointment is confirmed by the Senate, and in his 
official actions he is responsible to the Secretary of Agriculture. The 
present Administrator, Claude R. Wickard of Indiana, took office in 
July 1945. 

In the field of rural electrification, REA is empowered to make loans 
to qualified borrowers, with preference to nonprofit and cooperative organi- 
zations and to public bodies. Loans are made to cover the full cost of 
constructing power lines and other electric facilities’ to serve persons in 
rural areas who are without ¢entral station electric service. The loans 
bear 2 percent interest and are repaid over 4 maximum period of 35 years. 

REA itself operates no rural electric facilities, and its program 
involves no grants or subsidies. REA loans are repaid from the operating 


revenues of locally-owned, locally-managed systems it finances. Part of 


each consumer's monthly payment for electricity goes to pay off the Go 


tent loane. HEA a rves principally as banker to'local systems. tgp ig? 
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Farm electrification had advanced very slowly in the United States 
during the 53-year period from 1882, when the first central generating 
system went into service, to 1935, when REA was created. A few farms were 
connected to power lines prior to World War I. The early ‘twenties saw 
a short-lived spurt in which progress made in electrical engineering was 
reflected by a small increase in the number of farms served. However, only 
10.9 percent of all farms in the United States were receiving central station 
electric service by 1935. Few power lines had been built. beyond the immediate 
vicinities of cities and towns. 

Farmers and farm organizations, chafing at the slow rate of progress, 
increased their demands for Government action in the field of rural electri- . 
fication. The result was the establishment of REA, with an action program 
whose first objective was to make electric service available to farm people 
who were without electricity. 

Since its establishment, REA has greatly stimulated the extension of 
service into rural areas. Between 1935 and June 30, 1951, nearly 4,000,000 
additional farms had been connected to central power lines by all agencies, 
public and private. More than half of the farms connected to central station 
lines since 1935 received electric service from REA-financed systema. The | 
remainder +». re added to lines of other suppliers, many of which were stimu- 
lated to greater activity in the rural field by the REA program. 

REA. estimated. that 4,522,637 of the farms recorded in the 1950 Census, 
or 84 percent, were electrified by June 30, 1951. .More than 600,000 of the 
Nation's farms still are unelectrified. In addition, hundreds of thousands 
of rural nonfarm dwellings, crossroads businesses, schools, churches, and 


other rural establishments are without electricity. 
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Many of these unelectrified farms are situated in isolated areas, or 
in areas of relatively low farm income. Consequently, the most difficult 
part of the rural electrification extension job remains to be completed. 
However, the REA program has succeeded in establishing a pattern which 
eventually can provide virtually every unserved farm in the country with 
electric service. 

By October 1, 1951, REA had approved $2,455,199,314 in loans to 1,076 
borrowers. They include 986 cooperatives, 41 public power districts, 24 
other public bodies, and 25 commercial power companies. At that time, REA 
had on file or in process in the field additional loan applications totaling 
$345 , 989,250 for new system construction and various line improvements. Most 
of these applications are in connection with existing systems financed by 
REA. 

Over 1,000 of these REA borrowers now have rural electric facilities in 
operation. Their facilities include more than 1,100,000 miles of line serv- 
ing over 3,500,000 farms and other rural consumers in about 2,600 counties 
‘of 46 States, Alaska, and the Virgin Islands. Additional lines are being 
built rapidly to reach the out-of-the-way places. 

Of all the loans thus far approved by REA, over 80 percent have been 
for electric diateibution facilities. REA makes generation and transmission 
loans only when borrowers are unable to purchase an adequate supply of power 
or a saving would result. Approximately 18 percent of the REA loans have 
been for construction of generating plants and transmission lines. About 
one percent of the loans have been made to power system operators for re- 
lending to an consumers to finance installation of wiring, plumbing, 


fixtures, electrical equipment and appliances, and irrigation facilities. 
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Membership in rural electric cooperatives is not confined to farmers. 

It is open to all people in a rural area who can be reached and who want 
iavectete service. More than three fourths of all consumers on RHA-financed 
cooperative lines are farms. But also included are many thousands of rural 
nonfarm dwellings, schools, churches, stores, community buildings, and 
similar facilities. REA borrowers also serve thousands of rural industries 
and other commercial enterprises. Many of these rural industries themselves 
are operating on a cooperative plan. 

By October 1, 1951, REA had advanced $1,885 ,434,083 in loans to its bor- 
rowers. Under REA loan contracts, advances are made as the borrowers: need 
funds with which to pay for construction under way or completed. The dif- 
ference between the amount of loans approved and the amount of funds advanced 
represents loan funds that are obligated to borrowers. Most of it has been 
further obligated by the borrowers to pay for materials or contract services 
and will be advanced as construction proceeds. 

By July 1, 1951, the borrowers had returned to the Government approximately © 
$295,940, 000 in principal and interest payments on their REA loans. This in- 
cluded about $33,474,000 in payments on principal ahead of schedule. Less 
than $690,000 was reported more than 30 days overdue. Only one REA loan 
foreclosure has been necessary to date on an operating power system; it was 
on & loan that had been made to a commercial power company. 

REA has made more than 95 percent of its loans to cooperatives organ- 
ized under State laws by rural people seeking electric service. These groups, 
which make up about 92 percent of all REA borrowers, are local independent 
private business enterprises. They are controlled by their consumer-members 


through boards of directors elected annually by and from the membership. 


